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SUMMARY  OF  RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report 
we  include  a  listing  of  all  recommendations  together 
with  a  notation  as  to  whether  the  agency  concurs  or 
does  not  concur  with  each  recommendation.   This  listing 
serves  as  a  means  of  summarizing  the  recommendations 
contained  in  the  report  and  the  audited  agency's  reply 
thereto  and  also  as  a  ready  reference  to  the  supporting 
comments.   The  full  reply  of  the  Commissioner  of  Cam- 
paign Finances  and  Practices  is  included  in  the  back  of 
this  report. 
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Comply  with  the  statutes  discussed  above.  4 

Agency  Reply:   Concur.   See  page  19. 

Maintain  leave  records  for  the  Commissioner 
in  accordance  with  the  provisions  of  law 
and  the  Montana  Operations  Manual .  6 

Agency  Reply:   Concur.   See  page  19. 

Maintain  adequate  documentation  for  payroll 

transactions.  6 

Agency  Reply:   Concur.   See  page  19. 

Correct  the  internal  control  weaknesses 

discussed  above.  9 

Agency  Reply:   Concur.   See  page  20. 
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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  Balance  Sheet  of  the  Office 
of  the  Commissioner  of  Campaign  Finances  and  Practices 
as  of  June  30,  1978,  and  the  related  statements  of 
operation  listed  as  pages  10-13  in  the  table  of  con- 
tents of  this  report  for  the  year  then  ended.   Our 
examination  was  made  in  accordance  with  generally 
accepted  auditing  standards  and,  accordingly,  included 
such  tests  of  the  accounting  records  and  such  other 
auditing  procedures  as  we  considered  necessary  in  the 
circumstances . 

In  our  opinion,   the  aforementioned  financial 
statements  present  fairly  the  financial  position  of  the 
Office  of  the  Commissioner  of  Campaign  Finances  and 
Practices  at  June  30,  1978,  and  the  results  of  its 
operations  and  changes  in  fund  balance  for  the  year 
then  ended  in  conformity  with  generally  accepted  ac- 
counting principles  applied  on  a  basis  consistent  with 
that  of  the  preceding  year. 


IV 


The  accompanying  Statement  of  Expenditures  by 
Object  is  not  necessary  for  a  fair  presentation  of  the 
financial  statements  but  is  presented  as  supplemental 
information.   This  information  has  been  subjected  to 
the  tests  and  other  auditing  procedures  applied  in  our 
examination  of  the  financial  statements  and,  in  our 
opinion,  is  fairly  stated  in  all  material  respects  in 
relation  to  the  financial  statements  taken  as  a  whole. 

Respectfully  submitted, 

Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 

January  30,  1979 


COMMENTS 
GENERAL 

The  Office  of  the  Commissioner  of  Campaign  Fi- 
nances and  Practices  was  created  by  the  1975  Legisla- 
ture to  administer  and  enforce  Montana's  election  laws. 
The  office  is  attached  to  the  Office  of  the  Secretary 
of  State  for  administrative  purposes. 

The  Commissioner  of  Campaign  Finances  and  Prac- 
tices is  appointed  for  a  five-year  term  by  a  four- 
member  selection  committee  comprised  of  the  Speaker  of 
the  House,  the  President  of  the  Senate,  and  the  Minor- 
ity Floor  Leaders  of  both  houses  of  the  Montana  Legis- 
lature.  The  office  staff  includes  three  full-time  em- 
ployees in  addition  to  the  Commissioner  of  Campaign 
Finances  and  Practices.   Legislative  appropriations 
provided  to  carry  out  the  statutory  responsibilities  of 
the  office  during  fiscal  year  1977-78  were  $82,195,  all 
from  the  state's  General  Fund. 

We  thank  the  Commissioner  and  his  staff  for  their 
cooperation  and  assistance  during  our  audit. 
STATUTORY  RESPONSIBILITIES 

We  reviewed  the  operations  of  the  Office  of  the 
Commissioner  of  Campaign  Finances  and  Practices  to 
determine  compliance  with  applicable  sections  of  the 
Montana  Code  Annotated  (MCA)  and  the  Administrative 
Rules  of  Montana  (ARM).   As  set  forth  in  the  following 
sections,  we  found  that  the  office  was  not  performing 
certain  statutory  functions  during  fiscal  year  1977-78. 

1 


Inspection  of  Statements  and  Reports 

Section  13-37-121(1),  MCA,  requires  the  Commis- 
sioner to  inspect  each  statement  filed  with  him  during 
an  election  or  within  60  days  thereafter,  within  10 
days  after  the  date  on  which  they  were  filed.   State- 
ments filed  with  the  Commissioner  include  statements  of 
candidacy  and  reports  of  expenditures  made  and  contri- 
butions received.   Section  13-37-123,  MCA,  requires  the 
Commissioner  to  examine  and  compare  each  statement  or 
report  filed  with  him  to  determine  whether  it  conforms 
to  the  provisions  of  election  laws.   This  examination 
must  be  performed  within  120  days  after  the  date  of 
each  election. 

The  Commissioner  reviews  only  those  reports  or 
statements  filed  by  political  candidates  and  ballot 
issue  committees.   He  does  not  examine  those  reports  or 
statements  filed  by  political  committees.   This  is  due 
to  the  number  of  reports  received  by  the  office.   The 
Commissioner  stated  that  staffing  limitations  do  not 
allow  an  examination  of  all  reports.   Election  laws 
cannot  be  uniformly  enforced  without  adequate  review 
procedures  for  election  reports. 

Followups  of  Election  Law  Violations 

Sections  13-37-111(1)  and  (2),  MCA,  state  that  the 
Commissioner  of  Campaign  Finances  and  Practices  is 
responsible  for  investigating  all  alleged  violations  of 
election  laws  contained  in  Title  13,  MCA,  and  is 


responsible,  in  conjunction  with  the  county  attorneys, 
for  enforcing  all  of  the  state's  election  laws.   The 
section  further  requires  the  Commissioner  to  investi- 
gate alleged  failures  to  file  any  statement  or  the 
alleged  falsification  of  any  statement  filed  with  him. 
Section  13-37-121(1),  MCA,  states  that  an  order  of 
noncompliance  shall  be  issued  when  it  is  determined 
that  a  person  has  failed  to  file  a  statement  required 
by  law. 

When  the  Commissioner  finds,  through  his  review  of 
candidates'  and  ballot  issue  committees'  statements  and 
reports,  that  a  political  committee  has  violated  elec- 
tion laws  due  to  failure  to  file,  action  is  not  taken 
against  the  committee.   The  Commissioner  explained  that 
he  does  not  have  enough  staff  to  perform  this  function. 
Benefits  cannot  be  derived  from  the  review  procedure 
unless  action  is  taken  on  noted  election  law  viola- 
tions. 

Statement  Summaries 

Sections  13-37-119(3)  and  (4),  MCA,  state  that  the 
Commissioner  shall  prepare  and  publish  summaries  of  the 
statements  received,  and  shall  provide  for  wide  public 
dissemination  of  these  summaries. 

We  found  that  the  Commissioner  does  not  prepare 
and  publish  summaries  of  the  statements  he  receives 
from  political  candidates  and  committees.   He  explained 
that  he  has  not  done  so  due  to  higher  priorities  and 
limited  funds. 
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Report  to  the  Governor  and  the  Legislature 

Section  13-37-120,  MCA,  requires  the  Commissioner 
to  report  to  the  Legislature  and  the  Governor  concern- 
ing the  action  he  has  taken,  including  the  names, 
salaries,  and  duties  of  all  individuals  in  his  employ 
and  the  money  he  has  disbursed.   This  report  is  to  be 
made  at  the  close  of  each  fiscal  year. 

The  Commissioner  did  not  report  to  the  Governor 
and  the  Legislature  concerning  his  fiscal  year  1977-78 
activities  and  other  required  information  as  he  had  in 
the  past  two  fiscal  years.   The  Commissioner  stated  the 
report  was  not  made  due  to  limited  funds  and  higher 
priorities. 

RECOMMENDATION 

We  recommend  that  the  Commissioner  comply  with  the  statutes 

discussed  above. 

PERSONAL  SERVICES 

Payroll  expenses  for  the  Office  of  the  Commis- 
sioner of  Campaign  Finances  and  Practices  during  fiscal 
year  1977-78  were  $61,747  for  four  full-time  employees. 
As  part  of  our  audit,  we  reviewed  the  system  of  inter- 
nal control  over  payroll  and  personnel  activities  and  a 
sample  of  payroll  transactions.   Our  audit  work  in- 
cluded tests  of  employee  leave  records  and  personnel 
files.   As  a  result  of  our  testing  we  found  the  prob- 


lems  discussed  in  the  following  sections.   Internal 
control  weaknesses  are  discussed  in  the  internal  con- 
trol section  of  this  report. 
Inadequate  Documentation 

The  office  does  not  maintain  leave  records  for  the 
Commissioner  because  of  uncertainty  regarding  the 
applicability  of  leave  provisions  to  appointed  officials. 
However,  in  a  similar  case  involving  other  appointed 
officials,  the  Attorney  General,  in  36  Opinions  of  the 
Attorney  General  #100,  held  that  although  the  officials 
were  generally  considered  to  be  public  officers,  they 
were  to  be  considered  state  employees  who  are  subject 
to  leave  provisions  for  the  specific  purposes  of  deter- 
mining the  applicability  of  Montana  vacation,  sick 
leave,  and  working  hour  statutes. 

Montana  Operations  Manual,  section  3-0305,  further 
states  that  an  employee  leave  record  is  to  be  used  to 
record  an  employee's  leave  activities.  The  Commissioner 
should  maintain  these  leave  records  to  provide  account- 
ability for  leave  earned  and  taken. 

We  noted  other  areas  where  payroll  documentation 
is  inadequate,  resulting  in  a  lack  of  support  for 
payroll  transactions.   They  were  as  follows: 


The  personnel  files  do  not  contain  longevity 
computation  and  certification  forms.   These 
provide  a  record  of  service  with  the  state 
and  are  necessary  for  determining  eligibility 
for  longevity  pay  increments. 


2.    Leave  request  forms  are  not  used  for  record- 
ing leave  taken  and  supervisory  approval. 


RECOMMENDATION 

We  recommend  that  the  Office  of  the  Commissioner  of  Cam- 
paign Finances  and  Practices: 

1.  Maintain  leave  records  for  the  Commissioner  in  accord- 
ance with  the  provisions  of  law  and  the  Montana  Opera- 
tions Manual. 

2.  Maintain  adequate  documentation  for  payroll  transactions. 

INTERNAL  CONTROL 

As  part  of  our  examination,  we  reviewed  and  tested 
the  office's  system  of  internal  control  to  establish  a 
basis  for  reliance  thereon  in  determining  the  nature, 
timing,  and  extent  of  other  auditing  procedures  neces- 
sary for  expressing  an  opinion  on  the  financial  state- 
ments and  to  assist  in  planning  and  performing  our 
examination  of  the  financial  statements. 

The  objective  of  internal  accounting  control  is  to 
provide  reasonable,  but  not  absolute,  assurance  as  to 
the  safeguarding  of  assets  against  loss  from  unauthor- 
ized use  or  disposition,  and  the  reliability  of  finan- 
cial records  for  preparing  financial  statements  and 
maintaining  accountability  for  assets.   The  concept  of 
reasonable  assurance  recognizes  that  the  cost  of  a 
system  of  internal  accounting  control  should  not  exceed 
the  benefits  derived  and  also  recognizes  that  the 
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evaluation  of  these  factors  necessarily  requires  esti- 
mates and  judgments  by  management. 

Our  study  and  evaluation  of  the  office's  system  of 
internal  accounting  control  for  fiscal  year  1977-78 
would  not  necessarily  disclose  all  weaknesses  in  the 
system  because  it  was  based  upon  selective  tests  of 
accounting  records  and  related  data.   However,  our 
study  and  evaluation  disclosed  conditions  that  we 
believe  to  be  weaknesses  in  the  internal  accounting 
controls  established  by  the  office  and  the  office's 
compliance  with  those  controls.   We  discuss  these 
weaknesses  in  the  following  paragraphs. 
Separation  of  Duties 

There  is  an  inadequate  separation  of  duties  in  the 
payroll,  purchasing,  receiving,  and  disbursing  func- 
tions.  One  employee  performs  all  of  the  following 
payroll  processing  functions: 

1.  Maintains  employee  leave  records. 

2.  Prepares  the  pre-payroll. 

3.  Approves  payroll  changes  and  the  pre-payroll. 

4.  Controls  payroll  status  forms. 

5.  Distributes  paychecks  and  W-2  forms. 

6.  Controls  unclaimed  paychecks. 

This  same  employee  performs  the  following  duties  for 
the  purchasing,  receiving,  and  disbursing  functions: 


1.  Prepares  requisitions. 

2.  Authorizes  requisitions. 

3.  Controls  invoices  received. 

4.  Approves  invoices  for  payments. 

5.  Prepares  transfer  warrant  claims. 
5.  Authorizes  transfer  warrant  claims. 

Without  adequate  separation  of  duties,  unauthor- 
ized payroll  changes  and  expenditures  could  occur.   The 
office  could  implement  procedures  including:    (1) 
review  and  authorization  of  accounting  documents  sub- 
sequent to  their  preparation,  and  (2)  distribution  of 
the  warrants  by  persons  independent  of  the  payroll  and 
expenditure  document  preparation  function.   This  would 
provide  additional  control  without  adding  to  the  staff. 

Other  internal  control  weaknesses  noted  were  as 
follows : 


Cash  receipts  on  hand  are  not  stored  in  a 
locked  area  with  controlled  access. 

Postage  is  not  metered. 

An  Internal  Revenue  Service  form  1099  "Infor- 
mation Return  for  Payments  Made"  is  not  filed 
by  the  Office  of  the  Commissioner  of  Campaign 
Finances  and  Practices.   The  form  should  be 
filed  for  compensation  paid  to  contract 
employees  if  it  exceeds  $600  for  a  taxable 
year. 
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RECOMMENDATION 

We   recommend    that   the   Office   of   the   Commissioner  of   Cam- 
paign   Finances    and    Practices    correct   the    internal    control 
weaknesses  discussed  above. 


FINANCIAL  STATEMENTS 


OFFICE  OF  THE 
COMMISSIONER  OF  CAMPAIGN  FINANCES  AND  PRACTICES 
'  BALANCE  SHEET 

JUNE  30.  1978   ' 

ASSETS  GENERAL  FUND 

Appropriation  authority  available 
to  pay  accrued  expenditures  $24 

Total  assets 


LIABILITIES  AND  FUND  BALANCE 


$24 


Accrued  support  expenditures  $24 

Total  liabilities  24 

Fund  balance  _0- 

Total  liabilities  and  Fund  balance  $24 
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OFFICE  OF  THE 
_  COMMISSIONER  OF  CAMPAIGN'FTNANrF..q  AND  PRACTICES 

siAlMEpOMlMSlIcoHP^OIirApS^ioNs 

FISCAL  YEAR  ENDED  JUNE  30.  1978 ~ 


Administration 
Program 

GENERAL  FUND 

Appropriations 

Expenditures  $82,195 

Unexpended  appropriation  balance  J^^^s? 
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OFFICE  OF  THE 

COMMISSIONER  OF  CAMPAIGN  FINANCES  AND  PRACTICES 

STATEMENT  OF  CHANGES  IN  FUND  BALANCE 

FISCAL  YEAR  ENDED  JUNE  30,  1978 


General 
Fund 

Fund  balance,  July  1,  1977  $  -0- 

Additions : 

Appropriation  from  the  General  Fund  82,195 

Prior  year  expenditure  adjustments  82 

Balance  and  additions  82,282 

Deductions : 

Expenditures  79,608 

Reversions  2,587 
Expenditures  charged  to  prior 

year  appropriations  87^ 

Total  deductions  82,282 

Fund  balance,  June  30,  1978  $  -0- 
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OFFICE  OF  THE 

COMMISSIONER  OF  CAMPAIGN  FINANCES  AND  PRACTICES 

STATEMENT  OF  GENERAL  FIXED  ASSETS 

JUNE  30.  1978 


General  Fixed  Assets: 
Equipment 
Total  general  fixed  assets 


$6,058 
$6.058 


Investment  in  general  fixed  assets  from: 
General  Fund  revenues 
Total  investment  in  general  fixed  assets 


$6,058 
$6,058 
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office  of  the 

commi ssioner  of  campaign  finances  and  practices 

"statement  of  expenditures  by  object 

fiscal  year  ended  june  30,  1978 


Administration 

Expenditure  Object  Program 

Personal  services 

Salaries  $54,753 

Employee  benefits  (See  Note  2)  6,994 

Total  personal  services  61 ,747 

Operating  expenses 

Contracted  services  2,140 

Supplies  and  materials  (See  Note  3)  7,142 

Communications  2  095 

Travel  97O 

Rent  (See  Note  4)  5  249 

Repair  and  maintenance  244 

Other  expenses  3 

Total  operating  expenses  17,843 

Equipment  18 

Total  expenditures  $79,608 
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OFFICE  OF  THE  COMMISSIONER  OF 
CAMPAIGN  FINANCES  AND  PRACTICES 

Notes  to  Financial  Statements 
Fiscal  Year  Ended  June  30,  1978 
1 .   Summary  of  Significant  Accounting  Policies 
Basis  of  Accounting 

The  preceding  financial  statements  were  prepared 
from  the  Statewide  Budgeting  and  Accounting  System 
(SBAS).   The  state  of  Montana  utilizes  the  modified 
accrual  basis  of  accounting.   Modified  accrual  is 
defined  as,  "That  method  of  accounting  in  which  expend- 
itures are  recorded  on  the  basis  of  valid  obligations 
and  revenues  are  recorded  when  received  in  cash.   Full 
accrual  accounting  will  be  permitted  if  the  need  justi- 
fies the  application.   At  the  end  of  a  fiscal  year,  all 
valid  obligations  against  an  appropriation  are  to  be 
accrued  as  expenditures  as  provided  by  the  law." 
(Montana  Operations  Manual,  2-0240.40.) 
Inventories 

Supplies  are  treated  as  expenditures  when  paid  for 
and,  consequently,   there  is  no  asset  recorded  for 
supplies  inventory. 

General  Fixed  Assets  and  Depreciation 

General  fixed  assets  purchased  are  recorded  as 
expenditures  at  the  time  of  purchase.   Depreciation  is 
not  provided  on  general  fixed  assets. 
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Vacation  and  Sick  Pay 

Liabilities  incurred  because  of  unused  vacation 
and  sick  pay  by  employees  are  not  recorded.   The  re- 
lated expenditure  is  recorded  when  paid.   Permanent 
employees  are  allowed  to  accumulate  and  carry  over  a 
maximum  of  two  years'  vacation  into  a  new  calendar 
year.   Upon  termination,  qualifying  permanent  employees 
having  unused  accumulated  vacation  and  sick  leave 
receive  payment  for  vacation  on  a  100  percent  basis  and 
sick  leave  on  a  25  percent  basis.   The  amount  of  the 
liability  associated  with  unused  accumulated  vacation 
and  sick  leave  at  June  30,  1978  was  not  readily  deter- 
minable . 

Revenue 

The  agency's  cash  receipts  are  deposited  with  the 
Office  of  the  Secretary  of  State.   Revenues  of  the 
Office  of  the  Commissioner  of  Campaign  Finances  and 
Practices  are  not  shown  on  their  financial  statements, 
but  are  shown  on  the  Office  of  the  Secretary  of  State's 
financial  statements.   Revenue  for  fiscal  year  1978 
amounted  to  $224. 
2.   Retirement  Plan 

Employees  at  the  agency  are  covered  by  the  Public 
Employee's  Retirement  System.   This  contributory  re- 
tirement plan  involves  matching  amounts  paid  by  the 
eligible  employee  and  employer.   The  agency  incurred 
pension  plan  costs  of  $3,260  during  fiscal  year  1977-78. 
The   state's  policy   is   to   fund  accrued  pension 
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costs.  The  state  contributes  5.95  percent  of  an  em- 
ployee's gross  wages  and  the  employee  contributes  5 
percent  of  his  gross  wages  to  the  plan. 

3 .  Supplies  and  Materials 

Supplies  and  materials  expenses  for  the  Office  of 
the  Commissioner  of  Campaign  Finances  and  Practices 
consists  primarily  of  costs  of  forms  and  booklets 
prepared  for  distribution  during  elections. 

4.  Rent 

Rent  expenses  for  the  Office  of  the  Commissioner 
of  Campaign  Finances  and  Practices  include  $170  per 
month  for  office  space  and  approximately  $270  per  month 
for  rental  of  an  IBM  Mag  Card  II  typewriter. 


17 


AGENCY  REPLY 
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JOHN  N.  HANSON 

COMMISSIONER 
CAPITOL   STATION 

HELENA      MONTANA   S960I 

14061    449-2942 
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March  8,  1979 


Morris  L.  Brusett 
Legislative  Auditor 
State  Capitol 
Helena,  Montana  59601 

Dear  Mr.  Brusett: 


!VcU 


Mni'JTANA  LlGISLATIVL  AU^'I'-'-'o 


I  have  reviewed  the  audit  report  prepared  by  your 
office  for  the  Office  of  Commissioner  of  Campaign 
Finances  and  Practices  for  the  fiscal  year  ending 
June  30,  1978. 

Due  to  the  fact  that  this  office  was  only  recently 
created,  the  audit  report  provides  a  most  welcome 
assistance  in  my  efforts  to  effect  the  administra- 
tive functions  of  this  office.   The  service  is 
most  sincerely  appreciated. 

My  response  to  your  recommendations  is  attached. 

With  best  personal  wishes,  I  am 

Sincerely  yours. 


JOHN  N.  HANSON 
Commiss  ioner 


JNH/kk 
Enclosure 
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RECOMMENDATION  -  Page  4 

We   recommend   that    the    Commissioner   comply   with    the   statues 
discussed  above. 

RESPONSE 

We  concur:   As  noted  in  the  audit  report,  the  inability  of 
this  office  to  effect  the  statutory  mandates  placed  upon  it 
is  directly  related  to  the  appropriation  it  received  for 
Fiscal  Year  1978.   Our  budget  request  to  the  45th  Legisla- 
ture directed  itself  toward  those  short  coinings  and  recom- 
mended that  the  resources  necessary  to  accomplish  those 
statutory  mandates  be  provided — as  does  our  request  pre- 
sented to  the  46th  Legislature.   We  will  be  able  to  fully 
implement  the  administrative,  investigative,  and  enforcement 
mandates  placed  upon  this  office  when  adequate  resources  are 
made  available  through  an  increased  appropriation. 

RECOMMENDATION  -  Page  6 

We   recommend   that    the    Office    of  Commissioner   of   Campaign 
Finances   and  Practices : 

1.  Maintain    leave    records   for    the    Commissioner   in   accor- 
dance   with    the    provisions    of   law   and    the   Montana 
Operations    Manual. 

2.  Maintain   adequate    documentation    for   payroll    transactions . 

RESPONSE 

1.   We  concur:   When  the  Office  of  Commissioner  of  Campaign 
Finances  and  Practices  was  established,  the  Department 
of  Administration  and  various  other  state  agencies  were 
consulted  to  determine  whether  or  not  the  Commissioner 
should  maintain  such  records.   Because  of  the  peculiar 
nature  of  the  position  (i.e.,  the  Commissioner  served  in 
a  capacity  which  was  autonomous  from  any  other  agency  or 
branch  of  state  government  and  his  office  carried  with 
it  a  specific  statutory  term  and  salary),  it  was  con- 
cluded that  the  Commissioner  was  a  public  officer  who 
was  entitled  to  receive  the  statutory  salary  as  long  as 
he  served  in  that  office;  but  that  he  was  not  entitled 
to  receive  any  additional  compensation  after  the  expira- 
tion of  his  term  or  after  vacating  his  office,  for  what- 
ever reason.   In  other  words,  the  position  of  Commis- 
sioner was  statutorily  created  more  like  that  of  an 
elected  official  than  that  of  a  full-time  employee  of 
the  State.   However,  after  reviewing  the  opinion  of  the 
Attorney  General,  we  concur  with  the  recommendation  set 
forth  in  the  audit  report;  and  leave  records  for  the 
Commissioner  will  be  maintained. 
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2.   We  concur:   Leave  request  forms  will  be  maintained  to 

document  supervisory  approval  of  leave  taken  by  employ- 
ees who  are  under  the  supervision  of  the  Commissioner. 

RECOMMENDATION  -  Page  9 

We    recommend    that    the    Office    of   the    Commissioner   of   Campaign 
Finances   and  Practices    correct    the    internal    control   weak- 
nesses  discussed  above. 

RESPONSE 

We  concur:   Payroll  changes,  pre-payroll  forms,  and  transfer 
warrant  claims  will  be  reviewed  and  authorized  by  the  Com- 
missioner . 

With  regard  to  the  internal  control  weaknesses  noted  in 
items  1  through  3  at  the  bottom  of  page  8  of  the  audit  re- 
port, we  have  taken  the  following  action: 

1.  Cash  receipts,  if  any,  are  deposited  with  the 
Secretary  of  State  at  the  end  of  the  business 
day  on  which  they  are  received.   Any  undepos- 
ited  receipts  will  be  maintained  under  lock 
with  access  limited  to  the  Commissioner  and 
one  other  employee  designated  by  him. 

2.  Upon  depletion  of  the  postage  currently  on 
hand,  we  will  convert  from  the  use  of  postage 
stamps  to  metered  postage.   The  postage  will 
be  metered  through  the  centralized  mail  dis- 
tribution center  within  the  Department  of 
Admin  is  t rat  ion . 

3.  In  the  event  that  this  office  contracts  the 
services  of  an  individual  who  receives  com- 
pensation in  excess  of  $600  during  a  taxable 
year,  the  Internal  Revenue  Service  form  1099, 
or  its  replacement,  will  be  filed  in  accor- 
dance with  the  Internal  Revenue  Service  regu- 
lations. 
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